JOURNAL OF RETAILING 


Vol. XV 


OCTOBER 1939 


No. 3 


Editorial—The Retailer’s 
Responsibility 


To forecast the future of retailing 
during the next three years is an im- 
possibility. If any of the prognastica- 
tors turn out to be right, it will represent 
sheer luck, not good judgment. There 
are too many unpredictables—not the 
least of which are the minds of Hitler 
and Stalin. 

In a world shaken to its foundations, 
the affairs of peace-loving business men 
are being yoked and guided by political 
masters. There is little we can be sure 
of, but two points stand out as imminent 
probabilities. One is that government 
regulation will increase not decrease, 
and the other is that prices will be 
higher. 

The best insurance the retailer can 
obtain against the uncertainties of the 
future seems to be to align himself 
definitely on the side of the consumer as 
his purchasing agent rather than to 
function simply as a convenient storage 
depot or as a promoter of goods some 
producer wants to sell. This means em- 
phasizing the service of selection: the 
assembly of broad assortments from 
which to choose, the building of har- 
monious ensembles in both clothing and 
home furnishings, the careful selection 
of qualities best suited to the utilitarian 
needs of customers, and the training of 
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salespeople to aid the customer in 
making a wise choice. Such independ- 
ent public service will keep retailers from 
being singled out for heavy taxation or 
burdensome regulation. 

With inflation already under way, 
the retailer who looks upon it as a 
golden opportunity to make large profits 
at the expense of the public will not 
escape the wrath to come. Gradual 
rises in prices cannot be avoided and if 
they do not outrun increases in con- 
sumer income may produce at least 
temporary good times. But rapid rises, 
after the first hoarding buying spree is 
over, mean a buyer’s strike, heavy in- 
ventories, costly defiation, and increased 
agitation against business leaders. The 
merchant has a moral obligation today 
to use all his efforts to keep wholesale 
prices from being raised precipitously 
and to keep his own margins as low as 
possible, consistent with sound manage- 
ment. 

Consumers have never before shown 
as much interest as they do today in how 
distribution is conducted. They want 
to know why it costs 59 cents to dis- 
tribute an article that costs only 41 
cents and why one third of the distribu- 
tion cost is absorbed by the retailer. 

[Continued on page 88.] 
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Testing for Retail Salespeople 


Paut H. VOELKER 


Can a paper and pencil test aid in the proper selection of retail salespeople 

and of candidates for courses in retailing? Is it possible to obtain perti- 

nent information concerning an individual’s aptitude for selling objectively 
and accurately by means of a test? 


The Detroit Board of Education has 
been offering courses in retailing for 
several years. Many of the young 
people who have taken these courses 
eventually are employed by Detroit re- 
tailers. A committee composed of some 
of the personnel administrators from 
Detroit retail stores as well as certain 
members of the Board of Education be- 
came interested in the problem of the 
selection of candidates for the courses in 
retailing. The problem of the construc- 
tion of a test to aid in the selection of 
candidates for these courses was referred 
to the Psychological Clinic of the Board 
of Education. 

This article will deal with the results 
of this experiment. 


WHAT MAKES A GOOD SALESCLERK 


The first step of the experiment in- 
volved the determination of the quali- 
fications necessary for good salesclerks 
so that a test might be devised which 
would measure these factors. The in- 
vestigation followed three channels: 

1. Perusal of literature 

2. Observation of clerks on the job 

3. Talking with the retail-store per- 
sonnel administrators 

It soon became clear that this problem 
was very complex; that there were many 
different factors operating to make for 
success in this field. Altogether there 
were over thirty qualifications found. 
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There was, however, much overlapping 
and so the final list of factors, with which 
the test would deal, contained a much 
smaller number. It is likely there may 
be some disagreement with the factors 
included in this list. It is our feeling, 
however, that the important qualifica- 
tions for selling are included. The 
factors included in the test battery are: 

1. Liking for, and ability to get along 
well with people 

This particular attribute was most 
frequently mentioned and generally held 
to be the most important factor in sell- 
ing success. There is ample evidence 
to indicate that individuals possess this 
attribute in differing degrees and that 
there is a positive relationship between 
this faculty and success in selling. 

It is rather difficult of measurement. 
The following three approaches were 
used: 

a) A questionnaire form which asked 
such questions as: “In how many extra- 
curricular activities did you participate 
while attending school?” ‘To how 
many clubs or organizations do you 
belong at the present time?” 

b) A series of questions involving the 
choice between two items. In each 
case one item of the pair had to do with 
an activity generally engaged in by the 
individual alone, while the other item 
stated an activity which necessitated the 
presence of other people. 
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c) A series of questions with a “yes” 
or “no” answer indicating whether or 
not the individual preferred being with 
other people or by himself most of the 
time. 

In this type of test, unless the items 
are framed carefully, there is a possibility 
that a test-wise individual may falsify 
his answers so as to make himself appear 
in the best light. Utmost caution was 
used to reduce this possibility to the 
minimum. 

2. Verbal facility 

The ability to express oneself well 
seems to be a significant aspect of selling 
ability. A portion of the test battery 
was given over to the measurement of 
this attribute. 

3. Number facility 

Since, in most cases, a portion of the 
salesclerk’s duties has to do with the 
computation of sales slips, making 
change, and in other ways making use of 
arithmetic skills, one portion of the test 
included items intended to measure this 
factor. The questions were constructed 
so as to be rather simple in content. 
The chief emphasis was the measure- 
ment of speed and accuracy in the use 
of numbers. 

4. Checking ability 

This part of the test battery was 
designed to measure the ability of an 
individual to determine quickly and 
accurately whether the second item in 
a pair of names, numbers, or letters was 
similar or different from the first item. 
It is chiefly a speed test. It seemed 
important that clerks be able to recognize 
quickly and accurately and copy names, 
addresses, stock numbers, prices, etc., 
to avoid costly errors for the company. 

5. General intelligence 

The problem here was to establish 


a minimum level of intelligence neces- 
sary for success in the field of selling. 


HOW THE EXPERIMENT WAS CONDUCTED 


After the test battery had been con- 
structed, it was next necessary to try 
it out on a number of salespeople en- 
gaged in retail selling. To ensure an 
adequate sampling of clerks, the test 
battery was administered to 336 sales- 
people from six different retail stores. 
These stores represented different types 
ranging from large department stores 
through specialty stores to a small 
neighborhood store. 

The validity of the test was deter- 
mined by discovering the extent to which 
it selected superior from inferior sales- 
clerks. In each store the personnel 
officer was asked to select a group of 
superior salespeople (about the highest 
10 per cent) and also a group of inferior 
clerks (about the lowest 10 per cent). 
Altogether there were 229 superior and 
107 inferior salesclerks tested. The 
criterion used as a basis for the selection 
of these two types of clerks was that of 
sales production as obtained from the 
sales records of the previous year. This 
criterion is probably not the best which 
might be used. It is likely that a com- 
bination of sales production, length of 
service, foremen’s ratings, etc., would 
serve as a better method of selection; 
however, in this case sales production 
alone was used because of the ease with 
which it could be determined and be- 
cause of its complete objectivity. 

After the test had been administered, 
the next step was to determine the ex- 
tent to which it separated the inferior 
from the superior clerks. This involved 
the tabulation of each item separately for 
the two types of clerks. Those items 
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which discriminated the superior from 
the inferior clerks were retained in the 
final draft of the test. Each item was 
then weighted from a +1 to a +8 
according to its significance. The tests 
were then scored on the basis of the 
weightings and a critical score derived. 
This critical score represented the point 
above which the scores of the majority 
of the superior group fell, and below 
which the majority of the inferior group 
lay. 


THE RESULTS OF THE EXPERIMENT 


The final step was to determine how 
well the test actually differentiated 
between the superior and the inferior 
clerks. The tabulations revealed that 
75 per cent of the superior group ob- 
tained scores above the critical point 
while only 16 per cent of the inferior 
clerks scored above this point. This 
indicates that the test is fairly valid. 

A more detailed analysis of the results 
shows further conclusions: 

1. Type of personality 

The evidence on this point is most 
outstanding. In nearly every instance 
the superior salesclerks indicated that 
they possessed the ability to get along 
well with people to a much larger extent 
than did the inferior group. Each item 
dealing with this portion of the problem 
yields evidence in this direction. 

2. Verbal facility 

The superior group obtained a vocabu- 
lary age level of 15 years and 7 months, 
while the inferior clerks ranked at the 
14-year and 6-month level. 

3. Number facility 

The superior clerks also excelled in 
this respect obtaining an age level of 15 
years and 6 months, while the inferior 
salespeople ranked at 14 years and 2 


months. 


4. Checking ability 

The mean difference on this portion of 
the test was approximately 8 points in 
favor of the superior clerks. The sta- 
tistical significance of this difference is 
sufficient. 

5. General intelligence 

The average superior salesclerk ap- 
pears to possess about normal intelli- 
gence. The range within the group, 
however, was rather large with a few 
having a mental age level as low as 11 
years and some as high as 22 years. 
The large range of mental ability is par- 
tially explained by the differences be- 
tween stores as well as type of depart- 
ment. A clerk in a book department 
probably needs more intelligence to be 
successful than does a clerk in a depart- 
ment where the work is more or less 
routine in nature. 

The questionnaire portion of the test 
brought out some interesting facts: 

1. Educational background 

The extent of education for both 
groups was approximately the same. 
The average superior and inferior clerk 
obtained a 12th-grade education. The 
range was from 8 grades through 4 years 
of college. 

2. Marital status 

Approximately one third of each group 
was married. 

3. Participation in school extracur- 
ricular activities 

Seventy-six per cent of the superior 
and 60 per cent of the inferior clerks 
reported having participated in one or 
more extracurricular activities while in 


school. 

4. Membership in clubs and organiza- 
tions at the present time 

Eighty-one per cent of the superior 
and 56 per cent of the inferior group 
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stated that they were members of one 
or more clubs or organizations at the 
present time. 

Questions 3 and 4 above were included 
in the questionnaire for the purpose of 
obtaining more evidence as to possible 
differences between the two types of 
clerks in respect to sociability. It will 
be noted that in both instances there 
are significant differences shown between 
the two groups, giving additional evi- 
dence that this apparently is an im- 
portant factor in selling success. 


CONCLUSION 


The results of this experiment appear 
to indicate that the test may be em- 
ployed successfully as a partial aid in the 
selection of retail salesclerks and candi- 
dates for courses in retailing. The 


number of cases used in the experiment 
is large enough to make the results 
statistically significant although addi- 
tional evidence is necessary for the 
establishment of definite conclusions. 

Two forms of the test have been pre- 
pared, one for pupils in schools and the 
other for retail stores. The two forms 
differ in that the portion of the test given 
over to the measurement of general 
intelligence is not included in the school 
form. Most school systems administer 
intelligence tests and therefore have this 
information available. 

The program in Detroit will include 
the testing of each student desiring to 
enroll for courses in retailing. Some 
of the retail stores intend to make use 
of the test to aid them in the selection 
of their employees. 


The Current Status of Retail Training 


O. PRESTON ROBINSON AND JAMES C. EDWARDS 


The training programs of 50 stores have been studied as a basis for this report. 


Organized training, or training con- 
ducted scientifically on a planned basis, 
has had a rather precarious existence in 
retail stores. At times, store manage- 
ments have been much impressed with 
the advantages of training and have 
sponsored extensive centralized training 
departments. At others, the necessity 
of training has been questioned and 
central departments have been con- 
siderably curtailed or entirely eliminated. 
The result has been uncertainty with 
training workers alternatingly riding 
high and plunging low. 

It is generally accepted that the past 
few years have brought evidence of 


sanity into training organizations and 
activities. Both store managements and 
training directors now visualize the real 
role that training plays in successful 
store operation. Progressive store exec- 
utives are convinced that organized 
training is necessary. They realize that 
fundamental training problems are raised 
in the employment of new workers, in 
the stimulation of experienced em- 
ployees, in the introduction of new sys- 
tems and procedures, and in the prepara- 
tion of qualified individuals for positions 
of greater responsibility. Training di- 
rectors and workers, on the other hand, 
now know that they can do their work 
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most effectively—not by monopolizing 
the teaching job but rather by planning, 
coérdinating, supervising, and bringing 
the greatest possible number of the 
general store personnel into the teaching 
program. 

Training organization and procedures 
are functioning more intelligently now 
than ever before in the history of retail 
distribution. Believing this to be a fact, 
the School of Retailing recently con- 
ducted a survey of training organizations 
and methods. The training programs 
of 50 stores were studied to learn the 
extent of organization, the types of 
training done centrally and decentrally, 
the subjects taught, the methods and 
materials used, and the means employed 
to check the effectiveness of the training 
efforts. Eighteen of the 50 stores sur- 
veyed employ fewer than 500 workers. 
Nineteen employ from 500 to 1,000, 
eight from 1,000 to 2,000, and five are 
large stores employing more than 2,000 
people. The study brings to light 
information not heretofore definitely 
known. 


ORGANIZED TRAINING PROGRAMS 


The need for training exists in all 
stores, large or small. The preparation 
of new employees for their jobs and the 
maintenance of experienced workers at 
levels of high efficiency bring about the 
necessity for concentrated teaching and 
drilling. Organized training programs 
provide the most efficient means of ful- 
filling this necessity. Of the 50 stores 
studied, 45 had organized training pro- 
grams. All five of the remaining stores 
represented small businesses and four of 
these mentioned the fact that they 
recognized the desirability of organizing 
but were at present unable to install 


programs. 


Organization of training can and 
should exist in all stores. Even the 
smallest will profit by following a care- 
fully conceived training plan. This fact 
is now fully recognized by progressive 
stores. 


TRAINING NEWLY EMPLOYED PEOPLE 


Initial training is generally conducted 
in the classroom during the first few 
days of the new worker’s employment. 
Smaller stores conduct this training in 
from two to four consecutive classes. 
Larger stores normally provide from 
three to six days of initial training. The 
subjects covered in the order of their 
frequency are as follows: 


1. System and procedures—in all of the stores 
2. Store regulation and policies—in 31 of the 
45 stores with organized training programs 
3. Salesmanship and personality development— 

in 31 stores 
. Store history—in 26 stores 
. Merchandise training—in 17 stores 


Other subjects mentioned in the order 
of their frequency are printing for use 
on saleschecks, textiles, store arithmetic, 
telephone usage, and fashion. 

These subjects were all mentioned in 
connection with initial training and, 
where given, formed a part of classroom 
training provided during the first few 
days of employment. 

Teaching during the initial training 
period is consistently done by members 
of the central training staff. This is true 
in both large and small stores. In ali but 
six of the 50 stores, the teaching conduct- 
ed by means of initial training was done 
by the training director or assistants. In 
those stores where a central training 
staff was not employed, sponsors were 
most frequently held responsible for 
performing the initial teaching. 

The initial training program in most 
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stores normally follows a standardized 
pattern. This training is most adapt- 
able to classroom methods of instruction 
and can be done most effectively by 
skilled teachers. It is significant that 
modern store management has recog- 
nized that this training should be dene 
by the training director or her assistants. 


JOB INSTRUCTION FOR NEW EMPLOYEES 


The initial training program must 
include some job instruction. This is 
true for both salespeople and nonsales- 
people. The majority of stores use the 
sponsor system or some variation of it. 
Such methods were used in 41 of the 50 
stores. In stores with well-organized 
training programs, decentralized teach- 
ing begins early during the initial 
training period. 


TRAINING EXPERIENCED NONEXECUTIVE 
WORKERS 


Organized training for experienced 
workers is considered equally as impor- 
tant as an initial training program. 
New employees are not left to sink or 
swim after an initial training period but 
are followed up and taught continuously 
while they are on the job. The most 
common classroom instruction for experi- 
enced workers includes salesmanship 
and suggestion selling technique. Other 
types commonly mentioned are miscel- 
laneous merchandise training, systems 
reviews, textiles, service training, sales 
clinic, color and design, interior decora- 
tion, and advanced store arithmetic. 

In all of the stores, this teaching is 
done by a coérdination of training 
department personnel and store execu- 
tives. The study reveals that the pres- 
ent trend is toward bringing more of the 
executive staff into teaching responsi- 


bilities. This is particularly true in 
large stores where decentralized training 
of experienced workers is used exten- 
sively. In small stores, the tendency 
is still to place all of the formal teaching 
responsibility upon the training teachers. 
Of the 28 stores reporting the exclusive 
use of training department teachers for 
this work, 20 were in the smaller store 
groups. 

The department meeting is the most 
used method of group training for 
experienced workers. Demonstrations 
and lectures come next, with motion 
pictures and slides, fashion shows, bulle- 
tins, and group conferences also used. 
Group conferences for training purposes 
have many advantages and have been 
frequently recommended. 


TRAINING OF EXECUTIVES 


Organized executive training is still 
undertaken in relatively few stores. 
Less than one third of the stores reported 
any complete promotional training pro- 
gram. Where executive training courses 
are functioning, the types of instruction 
in the order of their importance are 
merchandise training, department man- 
ager training, buyer’s arithmetic, stock 
planning and control, store organization, 
personnel administration, and principles 
of buying. 

It is surprising that few stores have 
felt the need for organized promotional 


. training. Surely no policy of promotion 


from the ranks can function effectively 
without a definite promotional training 


program to support it. 
TEACHING MATERIALS USED IN TRAINING 


Good teaching materials are essential 
for effective training. The types most 
commonly used are as follows: 
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Store manuals. The study revealed 
that all save the smallest stores make 
considerable use of store manuals. The 
most common type is of the handbook 
variety which contains the necessary 
facts the new employee needs to know 
about store policies, organization, rules, 
and regulations. The next most com- 
monly used type is the system manual. 
This manual, used chiefly for training 
salespeople, gives instructions for operat- 
ing the salessystem. Merchandise man- 
uals are the third most used type. These 
manuals, however, are of the merchan- 
dise information type. Few of the 
stores have yet developed a good sales 
manual that combines merchandise facts 
with descriptions of good selling tech- 
nique. 

Bulletins. Merchandise, fashion, and 
general store information bulletins are 
used frequently in larger stores for get- 
ting timely facts to the employees. 
Training directors repeatedly pointed 
out that the effectiveness of bulletins 
depends upon their being interesting, 
timely, informative, and short. When 
unnecessarily long bulletins are em- 
ployed with no vital message involved, 
interest wanes and this training device 
loses its potency. 

Bulletins find their greatest usefulness 
in disseminating fashion information or 
in appraising employees of emergency 
policies and of facts connected with a 
special promotion. They are usually 
mimeographed and written in an in- 
formal style. 

Motion or Still Pictures. The ma- 
jority of stores studied use visual educa- 
tion as one of their training devices. 
The size of the store does not appear to 
restrict the use of this type of training 
aid. Progressive stores, large and small, 


find ample opportunity to obtain and 
show motion and slide films to their 
employees. 

Training films, for the most part, have 
been prepared by manufacturers. Con- 
sequently, they have the manufacturer’s 
message to deliver. Some of these films 
so overadvertise as to render them unde- 
sirable for store-training purposes. In 
general, however, those developed more 
recently emphasize principles and facts 
rather than the sponsor and are very 
useful for teaching purposes. 

Many stores now maintain completely 
classified directories of training films 
and use the best ones regularly in their 
training programs. 

Manufacturers’ Materials. Training 
directors make considerable use of leaf- 
lets, booklets, and bulletins, provided 
by manufacturers. These are excellent 
sources of information and are used 
extensively for background materials 
for merchandise manuals. Many of 
them are also given directly to sales- 
people. This is done under training 
department supervision, however, to 
avoid encouraging salespeople to de- 
velop preferences for specific manufac- 
turers’ brands. 

Some stores mentioned that they 
operate under a policy of requiring buy- 
ers to instruct manufacturers to send all 
printed sales-promotion materials in- 
tended for salespeople directly to their 
training departments. This plan pro- 
vides an effective check on what sales- 
people are being given toread. Further- 
more, it assures the training department 
of a wealth of materials to be used in 
the training program. 

Systems, Forms, and Materials. All 
of the stores make continuous use of 
store forms in their training programs. 


CURRENT STATUS OF RETAIL TRAINING ~ 73 


These forms make job instruction in the 
classroom possible. They help to make 
training practical and give employees 
specific instructions which can be fol- 
lowed on the job. 

Trade Papers and Books. Trade asso- 
ciations provide a substantial amount of 
training materials for stores. All of the 
firms studied reported considerable use 
of these materials. In addition to trade 
publications and bulletins, most of the 
larger stores reported the maintenance 
of employee libraries of business books. 
These books are not only used by the 
training people for teaching materials, 
but also are loaned to ambitious em- 
ployees. One large store publishes a 
list of suggested reading for employees in 
specific departments. This list includes 
many of the standard and latest books on 
retailing subjects. One chain company 
maintains a lending library in its central 
office. Bulletins of available books are 
sent to the individual stores for their 
selections. The books are kept in circu- 
lation among the stores which, due to 
their location and size, would not other- 
wise be able to secure such a service. 

Employee Magazines. House organs 
or employee magazines were mentioned 
in a few cases as constituting training 
materials or devices. Employee maga- 
zines, however, usually exist in larger 
stores and only on rare occasions can be 
used for training purposes. Their use 
is confined mainly to announcements of 
unusual interest, and to descriptions of 
contests, prizes, and the like. It is an 
interesting fact, however, that 21 of the 
50 stores reported publishing store 
magazines periodically or regularly. 


GENERAL TRAINING METHODS USED 


Training methods most commonly 
used in the order of frequency are class- 
room instruction, departmental and store 
meetings, personal conferences, group 
conferences, and educational contests. 
Other methods mentioned by some of 
the stores were job rotation, special dis- 
plays, special lectures, demonstrations, 
store broadcasts over a loud-speaker 
system, and special employee clubs, 
such as a camera club for salespeople 
that sell photographic supplies and 
equipment. 

Local store conditions obviously affect 
the methods of training that can be used. 
The majority of the methods suggested 
above, however, might be used by any 
training department, large or small. 
Certainly all stores should provide 
reasonably quiet training classrooms 
removed from store traffic. 


CHECKING THE EFFECTIVENESS 
OF TRAINING 


The training department must employ 
some practical means of checking its 
effectiveness. The most successful 
training people check their progress 
frequently during and after each train- 
ing period. Some of the most useful 
devices or methods employed, as re- 
vealed by the study, are as follows: 

Service Shopping Reports. This 
method is one of the most frequently 
used. The stores reported that both 
sales and nonsales people were shopped 
periodically to determine the character 
of their service, their adherence to 
training instruction given, and to stimu- 
late them in their efforts. The shop- 
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pings are usually done by a specialized 
shopping agency that sells its services 
to the store. 

Error and Complaint Records. A rec- 
ord of the employees’ errors and com- 
plaints serves as a useful means of 
determining where training is falling 
down and where and what type is needed 
most. Some of the larger stores keep 
error percentage records. These are 
calculated by dividing each employee’s 
errors for a period by his transactions for 
the same period. This ratio provides a 
rapid means of comparing the error 
records of various employees or of 
different departments. 

Questionnaires and Periodic Examina- 
tions. Periodic tests covering materials 
presented in the training program is one 
of the more common methods of checking 
training effectiveness. Such tests, when 
held to a definite schedule, both stimu- 
late the employees and show the training 
personnel where emphasis needs to be 
placed. 

Sales and Selling Cost Records. Rec- 
ords of individual sales and selling costs 
offer an indirect method of checking 
the effects of training. The purpose 
of training is to increase efficiency. 
Greater efficiency should result in higher 
productivity. 

Individual sales records, particularly 
records of the average sale, provide a 
practical means of checking the success 
of a suggestion-selling training cam- 
paign. Many training directors get 
records of average sales after the train- 
ing period has ended and compare these 
with similar records obtained before the 
program began. Increases in the size 
of the average sale, if other conditions 
are taken into consideration, are strong 
indicators of how effective the training 


has been. 


Personnel Ratings and Reviews. Per- 
sonnel ratings and reviews, consisting of 
a study of all phases of the employee’s 
work in the store, are an indirect method 
of checking training effectiveness. They 
are used chiefly in larger stores. A 
system of regular reviews is to be highly 
recommended. It can be employed 
successfully by large and small stores. 
Such a system assures a broad unbiased 
consideration of the employee and gives 
the training department invaluable in- 
formation upon which a program can 
be based. 


Department Store 
Results: 1938 


During the summer, the Harvard 
Bureau of Business Research and the 
Controllers’ Congress published their 
annual surveys of department-store 
trade. 


HARVARD REPORT 


The Harvard figures, based on an 
aggregate sales volume of nearly one and 
a half billion dollars, show an operating 
loss. Per cent of total profit (net gain) 
is only two thirds of what it was in 1937. 
Since dollar sales were about 7 per cent 
less than those secured in 1937, dollar 
earnings were 41 per cent smaller. 
The accompanying table summarizes the 
chief findings. 

The adverse showing was caused 
chiefly by the decline in retail prices. 
But transactions also declined somewhat. 
Because of the fixed nature of many 
expenses, it proved impossible to cut 
expenses in proportion and they rose 
almost 2 per cent of sales. 

Women’s apparel specialty stores also 


it 
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suffered from the general decline in 
business activity in 1938. In fact, 
their earnings were somewhat less satis- 
factory than those of department stores. 
Like department stores, however, they 
maintained their average rate of gross 
margin substantially unchanged and saw 
their profits cut down by the rise in the 
expense ratio. 


CONTROLLERS’ CONGRESS REPORT 


The Controllers’ Congress Report 
likewise shows a rise in the expense rate 
and a decline in profits. The figures do 
vary somewhat, however: 


35.7 


It will be noted that gross margin is 
about the same as in the Harvard reports 


but expenses appear over 1} per cent 
lower. 


The information by departments and 
divisions is of chief importance. The 
following table compiled from the 1936, 
1937, and 1938 reports is valuable in 
showing the difficulty department stores 
are experiencing with piece goods, men’s 
wear, and home furnishings. 


Distribution of Sales to Different Merchandise 


Divisions* 

1938 1937 1936 
Piece goods.............. 7.0 7.2 7.4 
Small wares............. 10.2 9.5. 9.3 
Accessories.............. 20.6 20.4 21.0 
15.2 15.8 17.6 
Men’s and boys’ wear... . . 9S 90.7 
Home furnishings........ 18.6 19.9 19.7 
Miscellaneous........... $3 3.4 3.2 
er 15.9 15.1 15.3 


* Because these figures are sums of independent me- 
diums, they do not add up to 100 per cent exactly. 


DEPARTMENT-STORE OPERATING RESULTS 


(Harvard) 
1938 1937° 
Aggregate Dollar 
Figures for 430 Firms 1938 Net 1937 Net 
Tiems Operating 547 Stores Sales = 100% Sales = 100% 
Total merchandise cost... $930, 465 , 893 63.75% 63.7% 
529, 129, 875 36.25 36.3 
Supplies and services purchased............... 45,489,804 3.1 3.0 
All other expenses (including interest).......... 88 , 320,273 _ 6. 5.85 
Sundry or other revenue, net.................. 55,572 ,, S47 3.8 3:7 
$38,776,090 2.65% 4.15% 


* Based on aggregate dollar figures for 458 firms with net sales of $1,547,897,414, and operating 532 stores. 
+ Excluding taxes on real estate and Federal income taxes. 
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The Census Survey of Retail Business: 


1937-1938 
CHARLES F. PHILLIPS 


In 1937-1938, chain organizations did not reduce the number of their units; 

small stores showed much larger sales gains than any other groups; stock 

turnover improved—these are a few of the findings of this careful analysis 
of the most recent census data. 


The reports on retailing of the Census 
of Distribution covering 1929 provided 
the first fairly accurate data on the retail 
structure in this country. Realizing the 
need for keeping these data current, the 
Bureau of the Census undertook the 
Census of American Business: 1933 and 
the Census of Business: 1935. Present 
plans call for a fourth complete census 
of distribution covering the year 1939. 

In an effort to give some indication of 
the main trends in retailing since 1935 
and to bridge the gap between the 1935 
and the 1939 complete reports, the 
Bureau of the Census has conducted the 
Census Survey of Business: 1937-38. 
This survey was begun during the 
summer of 1938 and the final reports 
were issued in January 1939. It covers 
wholesale and retail operations in a 
sample of establishments for the com- 
plete year of 1937 and for the first six 
months of 1938. It is the purpose of 
this article to summarize and interpret 
the main evidence on retailing as set 
forth in this most recent study of the 
Bureau of the Census. Where there is 
a fair degree of comparability with earlier 
census data, an attempt has been made 
to correlate the results of the Survey 
with the earlier reports in order to give 
a complete picture of trends in retailing 
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since 1929. In addition, in the follow- 
ing discussion of the chain store, the 
Census Survey material has been used 
as a basis for some estimates on the 
present position of the chain. 


METHOD AND COVERAGE 


The retailing data of the Census 
Survey of Business: 1937-38 were gath- 
ered by mailing a questionnaire to a 
large number of retailers throughout the 
United States. Coverage was limited 
in a number of ways: 


First, questionnaires were not sent to those 
retailers with sales of less than $5,000 in 1935. 
While this group may seem too small and un- 
important to cover in a survey, especially in 
view of the fact that it did but 4.5 per cent of 
all 1935 sales, it should be realized that 41.5 
per cent of all 1935 retailers fell into this classi- 
fication. Moreover, without information as 
to the performance of a sample of these very 
small retailers, it becomes impossible to give a 
complete picture of trends since 1935. Without 
much additional expense, reports could have 
been secured from a sample of these small 
retailers. 

Second, questionnaires were not sent to 
retailers in all fields of retailing, only 42 fields 
being covered. The following fields were ex- 
cluded: filling stations, fuel and ice dealers, 
beer and liquor stores, seven food-store classifi- 
cations, custom tailors, some retailers in the 
automotive group, household-appliance stores, 
lunch counters, bicycle shops, jewelry chains, 


CENSUS SURVEY OF RETAIL BUSINESS: 1937-1938 77 


newsdealers, the ‘‘other retail store” classifica- 
tion, and secondhand stores. Retailers in these 
excluded fields, including those in all fields with 
sales of less than $5,000 in 1935, operated 54.8 
per cent of all stores and did 19.9 per cent of all 
retail business in 1935. 

Third, not all of the remaining retailers in 
business in 1935 filled out and returned the 
questionnaire to the Bureau of the Census. 
The two eliminations already referred to left 
746,765 of the 1935 retailers to be canvassed. 
These stores had 1935 sales of over $26,500,- 
000,000 or 80.1 per cent of all sales for that year. 
From these stores reports were received from 
80,664 independent retailers and from 815 
chain organizations with 53,752 stores. How- 
ever, only 22,189 of the chain units could be 
identified as being identical with stores in 
existence in 1935.!_ This left a total of 102,853 
stores for which reports were available for 1935 
and 1937-1938. The bulk of the census ma- 
terial for the 1937-1938 period is based on this 
sample of stores. These stores did 16.7 per cent 
of all retail business in 1935 and accounted for 
6.2 per cent of all stores. Whereas the identical 
chain units accounted for about 28 per cent of 
the 1935 chain-store business, the identical 
independent stores did but 13 per cent of all 
independent store business. 


1 Actually many more than this were in existence in 
1935 but they could not be identified from the limited 
information on the reports. 


Finally, by sending questionnaires only to 
stores which were in business in 1935, the Survey 
for 1937-1938 is devoid of information about all 
new stores which have been established since 
1935. The only exception to this lies in new 
stores reported by the sample of chain-store 
organizations. 


It is evident from the above that the 
Survey is overweighted with the larger 
stores. This overweighting is even more 
than can be accounted for simply by the 
elimination of the less than $5,000 per 
year stores. Thus the sample may not 
be an accurate representation of trends 
in the whole retail field. 


SALES TRENDS, 1935 — 1937 — 1938 


On the basis of reports from 102,853 
identical stores, sales increased 20.6 
per cent from 1935 to 1937 while they 
fell 13 per cent in the first six months of 
1938 as compared to the like 1937 period. 
Table 1 shows that these trends were 
typical of all fields, as in no field did 
sales fail to increase between 1935 and 
1937 and in no field did they fail to drop 
in the first six months of 1938. 


TABLE 1 
Sates TRENDS, BY FreLps, 1935 1937 — 1938 


Candy and confectionery stores............... 
Combination grocery and meat stores........ 


General stores (with 


General merchandise group...................... 
Dry goods and general merchandise.......... 


Per Cent Sales Change From 
First half 1937 to 

1935 to 1937 _— first half 1938 

(increase) (decrease) 
17.4 10.3 
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TABLE 1—Concluded 
Per Cent Sales Change From 
First half 1937 to 
1935 to 1937 first half 1938 
Field (increase) (decrease) 
21.4 15.8 
Women’s accessories, children’s wear...................002--0005 12.0 9.2 
37.7 15.2 
25.9 12.3 
Heating and plumbing equipment................................ 44.0 13.8 
Paint, glass, and wallpaper 26.1 
Restaurants, cafeterias, lunchrooms.............................. 24.3 i | 
Farm- and garden-supply stores......................000-200005. 17.8 14.5 
Source: Census Survey of Business: 1937-38, Retail Survey, United States Summary for States and 13 Principal Cities 
(January 1939), pages 7-9. 


Cities 
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In contrast to the harmony among 
fields as to the general trends, the rate of 
sales gain in the 1935-1937 period and 
of sales decline in the first six months of 
1938 varied widely. As against an 
average 1935-1937 sales increase of 20.6 
per cent, stores in one field (floor- 
covering and drapery stores) increased 
their sales over 50 per cent, while in four 
fields the gain was between 40 and 49 
per cent (radio, lumber and building 
materials, heating and plumbing equip- 
ment, and electrical supplies) and in 
seven fields it was between 30 and 39 
per cent (motor vehicles, used cars, 
furniture, other furniture and household, 
hardware and farm implements, drinking 
places, and jewelry). In no field was 
the increase less than 10 per cent, 
although nine fields showed a gain of less 
than 15 per cent (grocery, combination 
grocery and meat, meat, general stores, 
variety stores, family clothing, women’s 
accessory and children’s wear, drug, and 
cigar). 

With few exceptions the fields making 
greater than average gains or less than 
average gains are exactly those which 
one might have guessed; those making 
significant gains selling, in the main, 
durable consumers’ goods and_ those 
making small gains selling the less 
expensive gocds which consumers tend 
to purchase from day to day. It will 
be noted also from table 1 that in the 
declines registered in the first six months 
of 1938 the fields selling durable con- 
sumers’ goods tend to show the greatest 
percentage declines. In contrast, sales 
of the food group fell but 4.9 per cent, 
variety stores 6.4 per cent, drugstores 
5.5 per cent, bookstores 3.9 per cent, 
and cigar stores and stands 2.8 per cent. 
These trends are what one would expect. 


On the other hand, the small declines in 
gift, novelty, and souvenir shops and in 
sporting-goods stores are less than what 
one might look for in a period of reces- 
sion in business. 


TOTAL RETAIL SALES, 1929-1938 


The 1935-1937 sales increases enjoyed 
by the stores covered in the Survey give 
us some indication of total retail sales 
for 1937. Total retail sales reported by 
the Bureau of the Census for 1935 were 
$33,161,276,000. On the assumption 
that all retail sales increased in the same 
ratio as did the 102,853 stores in the 
sample, retail sales in 1937 would have 
been $39,992,499,000. This figure is 
$62,499,000 larger than that estimated 
by the Bureau of Foreign and Domestic 
Commerce. 

Table 2 gives a fairly accurate picture 
of the trend of total retail sales since 
1929. From 1929 to 1932 sales fell 
sharply and then eased off to 51 per cent 
of the 1929 figure in 1933. From 1933 
through 1937 improvement was gradual, 
with the 1937 total being 81 per cent of 
the 1929 total. In 1938 sales again 
receded to 72 per cent of the 1929 level. 
It probably does not need to be said that 
the quantity of goods sold at retail has 
fluctuated much less than these dollar 
figures, a large part of the change in 
the dollar figures resulting from price 
changes.? 


CHAIN VERSUS INDEPENDENT SALES 


The portion of the retail business 
obtained by chain stores in 1937 is not 


2 For example, Professor Paul D. Converse estimates 
that of the decrease in dollar sales between 1929 and 1933 
about two thirds resulted from the decline in prices. This 
would suggest a decline in the volume of goods sold of 
between 15 and 20 per cent. Cf., Paul D. Converse, Ele- 
ments of Marketing (New York: Prentice-Hall, Inc., 1935), 
page 362. 
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TABLE 2 
Tora RETAIL SALES IN THE UNITED STATES, 

1929-1938 
Year Sales (000) 1929 = 100 
1929 $49, 114, 653* 100 
1930 42,849 0007 87 
1931 35,414, 000T 72 
1932 25,597 ,O00T 52 
1933 25 ,037 , 225* 51 
1934 29, 188 ,000T 59 
1935 33, 161, 276* 68 
1936 37 ,940 , 000T 77 

39,992 ,499t 81 
81 
1938 35, 290, 000§ 72 


* Bureau of the Census figures. 

+ Estimates of the Bureau of Foreign and Domestic 
Commerce. 

t Based on the assumption that all sales increased over 
1935 by 20.6 per cent, the increase shown by the Survey 
sample. 

§ Preliminary estimate of the Bureau of Foreign and 
Domestic Commerce. 


reported in the Survey. However, maxi- 
mum and minimum limits can be deter- 
mined. On the basis of 22,189 identical 
chain units, the chain-store sales ratio 
decreased .7 from the 1935 ratio, or to 
22.1. But on the basis of 815 identical 
chain companies rather than units, the 
decrease was 1.1, or to 21.7. Therefore, 
the ratio of chain-store business to all 
retail business was between 21.7 and 22.1 
in 1937. 

While the writer has more confidence 
in the 1937 figures than in those for 1938, 
the maximum ratio for the first six 
months of 1938 was 23.8 and the mini- 
mum ratio 22.9. 

In summary, the ratio of chain sales 
to total retail sales for various years 
beginning with 1929 are as follows: 
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INVENTORIES 


Closely related to the sales of a store 
is its inventory. 

How successful were retailers in keep- 
ing their inventories in control during 
the 1935-1937 period when sales were 
expanding? Table 3 summarizes the 
results in 60,704 stores reporting inven- 
tories on a comparable base to the 
Bureau of the Census and by 638 chain 
organizations. 


TABLE 3 
INVENTORY PosiTION, 1935-1937 


Stock at year Per Cent 
Year Sales (000) End (000) Stock to sales 


Part A. 60,704 Identical Stores 
1935 $3,399,083 $523,255 15.4 
562,784 
1937 4,092,091 605 ,059 14.8 


Part B. 638 Chain Organizations 
1935 3,271,139 301 ,605* 9.2 
318, 132+ 
1937 = 3, 680,033 334, 845* 9.1 
* Excluding warehouse stock. 
t Source: Census Survey of Business: 1937-38, Retail 


Survey, United States Summary for States and 13 Principal 
Cities (January 1939), pages 13, 25. 


Apparently retailers were able to keep 
their inventories well in hand in the 
1935-1937 period. For the 60,704 
stores, sales increased 20.4 per cent, 
while year-end stock advanced but 15.6 
per cent. During this period the ratio 
of year-end stock to yearly sales fell 
from 15.4 to 14.8. Likewise, the chains 
were able to increase their sales some- 
what faster than their inventories. As 

3 Census of Business: 1935, Retail Chains (June 1937), 
page 8. As the writer has indicated elsewhere, these three 
ratios for 1929, 1933, and 1935 are too low as they do not 
include all chain-store sales. For example, when the 
census groups are reclassified so as to let all chain-store 
sales fall in the chain-store group, chains in 1935 did 25.5 
per cent of all retail business. Cf., C. F. Phillips, Market- 


ing (Boston: Houghton Mifflin Company, 1938), page 316. 
‘Minimum and maximum ratios estimated by the 


writer. 
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a matter of fact it seems likely that the 
stock-sales position of all retail stores 
at the end of 1937 was the most favor- 
able in over a decade. For 1929, year- 
end inventories were 14.8 per cent of 
1929 sales. By 1933 they had advanced 
to 15.6 per cent and in 1935 they de- 
creased to 13 per cent.6 This compares 


_with the 15.4 per cent in 1935 for the 


sample of stores included in table 3. If 
the assumption may be made that 
all retailers improved their stock-sales 
position as did the sample in table 3, 
then at the close of 1937 inventories 
were but 12.5 per cent of 1937 sales. 

It is interesting to note that the chains 
are able to operate on a ratio of stock to 
sales considerably below that reported 
by all retailers. In 1935 the ratio for 
all retailers was 15.4 as compared to 9.2 
for the chains. In 1937 the ratios were 
14.8 and 9.1, respectively. 


NUMBER OF STORES 


Unfortunately, the present Census 
Survey gives no indication of change in 
the number of stores, except for chain 
stores. Asa result we still lack informa- 
tion as to whether or not the 1933-1935 
gain of 8.4 per cent in number of stores 
is continuing. However, it seems likely 
that there was some increase up to the 
middle of 1937, although there may 
have been a slight decrease since then. 

If the 815 chain organizations report- 
ing to the Bureau of the Census are 
representative of all chains,® since 1935 
the chains have reversed their 1929-1935 
trend toward a smaller number of stores. 
Between 1929 and 1935 the total number 


5 Census of Business: 1935, Retail Distribution, United 
States Summary (June 1937), pages 1-40. 

© In 1935, there were 6,079 chain organizations operating 
139,810 stores. Hence, the sample covered in this section 
of the Survey is equal to 13.4 per cent of the 1935 chain 
companies and to 38.2 per cent of their 1935 units. 


of chain units in this country decreased 
from 159,638 to 139,810, a loss of 12.4 
per cent of the 1929 number. In con- 
trast to this trend, the 815 chains covered 
in the Survey operated 53,462 units in 
1935 and 53,752 units in 1937, the in- 
crease being .54 per cent of the 1935 
number. 

The Survey figures for the number of 
chain stores are of significance in a 
second way. Of the 29 fields for which 
chain operations are reported, the num- 
ber of chain units decreased in but six.’ 
The fields showing decreases, with the 
number of stores for 1935 and 1937, 
follow: 


1935 1937 

Grocery and combination gro- 
cery and meat............ 34,087 33,223 

Lumber and building-material 
1,212 1,210 
Cigar stores and stands...... 158 156 
Motor vehicles, new......... 40 37 
Farm- and garden-supply stores 18 13 


It is evident that practically all of the 
decline took place among the grocery 
and combination grocery and meat 
chains, such firms decreasing their num- 
ber of units by 864 as against a total 
decrease for the six fields of 877. Ap- 
parently the movement of the grocery 
and combination chains toward fewer, 
but larger, stores still continues. How- 
ever, the rate of decrease in the number 
of such units was much lower in the 
1935-1937 period than in the years 
between 1929 and 1935, the yearly rates 
of decline for the two periods being 

7 In the text of the census report this number is given 
as five. Cf., Census Survey of Business: 1937-38, Retail 
Survey, United States Summary for States and 13 Principal 
Cities (January 1939), page 21. But see the detailed fig- 


ures in Table C.0.1, pages 23-24, of this same report where 
six fields show a decline. 
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1.3 per cent and 4.8 per cent, respec- 
tively. 

The following eight fields are those in 
which the 815 chains added the greatest 
number of stores in the 1935-1937 


period: 


1935 1937 

Department store........... 1,670 1,794 
Candy and confectionery. .... 514 598 
Automobile accessory, tire, bat- 

ae 416 464 


In these eight fields the chains added 
954 of the total of 1,167 units added 
during this period. 


GROWTH RATE OF STORES OF 
VARIOUS SIZES 


The Census Survey offers some inter- 
esting material on the rate of growth of 
large and small stores during a period of 
business upswing. The results are pre- 
sented in table 4. 


TABLE 4 


GrowTH RATE OF STORES OF VARIOUS 
Sizes, 1935-1937 


Per Cent 
Sise Groups of Stores Number Sales Gain 
as They Were in 1935 of Stores 1935-1937 
All size groups 115,998 18.6 
$300,000 or more 2,146 19.1 


100,000 to 299,999 9,931 16.8 
50,000 to 99,000 16,935 15.8 
30,000 to 49,000 20, 398 16.9 
20,000 to 29,999 16,900 19.8 
10,000 to 19,999 27,917 24.6 
5,000 to 9,999 21,771 41.8 
Source: Census Survey of Business: 1937-38, Retail 
Survey, United States Summary for States and 13 Principal 
Cities (January 1939), page 4. 


In this table, 115,998 identical stores 
for 1935 and for 1937 are classified into 


seven size groups based on their 1935 
sales. For each group the table shows 
the percentage increase in sales as be- 
tween 1935 and 1937. Two conclusions 
are evident: 

First, the small stores, that is, stores 
having sales in 1935 of less than $20,000 
and especially those with sales of less 
than $10,000, showed a much greater 
percentage increase in sales than did the 
larger stores. That this result is not 
the effect of rapid growth on the part of 
the small store in a limited number of 
fields is shown by the Census Survey 
breakdown by fields of the figures sum- 
marized in table 4. Of the 18 fields 
covered in this breakdown, the $5,000 
to $9,999 stores failed to show the 
greatest percentage sales gain only for 
men’s stores and hardware stores. The 
Survey suggests two reasons for the 
better percentage showing of the smaller 
stores: (1) because for such stores 
“small increases produce large percent- 
age gains” and (2) “because the larger 
stores are usually more seasoned, are 
able to spend more on management and 
promotion, and therefore tend to resist 
the downward trend in periods of general 
business recession. They stay more 
nearly on an even keel, whereas small 
stores are more buffeted by storms, but 
respond more quickly to favorable 
weather.’’® 

Second, sales in stores above the 
$20,000 per year level seem to fare about 
the same during a period of rising busi- 
ness, regardless of whether $30,000 per 
year stores or $300,000 per year stores 
are being considered. 


Census Survey of Business: 1937-38, Retail Survey, 
United States Summary for States and 13 Principal Cities 
(January 1939), page 4. 


tities 
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CREDIT BUSINESS 


Credit sales for 66,983 stores are 
broken down in the Census Survey as to 
whether they were made on an open- 
account or installment basis. In 1935 
these stores did 76.9 per cent of their 
total business for cash, 19 per cent on 
open account, and 4.1 per cent on install- 
ment. By 1937 their cash proportion 
had fallen to 74.8 per cent, while open- 
account sales rose to 20.5 per cent and 
installment sales to 4.7 per cent. In the 
first six months of 1938, while open- 
account sales continued to rise relatively 
to 20.7 per cent of all sales, installment 
sales fell to 3.9 per cent and cash sales 
rose to 75.4 per cent. 

While the general trends portrayed in 
the foregoing paragraph were not found 
in every field of operation, they were 
typical. For example, the general trend 
shows a gain in the installment-sales 
ratio between 1935 and 1937. This was 


tion with census data previously reported 
for 1929, 1933, and 1935. This material 
is summarized in table 5. In this table 
the figures for 1929, 1933, and 1935 are 
taken directly from earlier census re- 
ports. However, the figures for 1937 
and for the first six months of 1938 are 
calculated figures, these calculations 
being based on the assumption that the 
Census Survey sample indicates the 
general trends in credit sales for all 
stores. 

It is well known that chain organiza- 
tions sell far less of their merchandise on 
credit than do other retailers. This is 
indicated by the Census Survey sample 
of stores. Whereas the 66,983 identical 
stores (including some chain stores) 
reported between 74.8 and 76.9 per cent 
of their 1935-1937-six-months-of-1938 
sales on a cash basis, the reports of 634 
chains show a range of cash sales for this 
period of from 95.1 to 95.9 per cent. 
Yet it should be noted that a careful 


TABLE 5 
TRENDS IN CREDIT AND CAsH SALEs, 1929 To 1937-1938 
Type of Sale 1929 1933 1935 1937 Half 1938 
100.0 100.0 100.0 100.0 100.0 
21.3 7 21.3 22.7 23.2 
65.7 72.3 67.8 65.0 66.4 


* Approximate, based on a sample study 


true in 18 of the 25 fields for which data 
were available. In two fields the ratio 
did not change while in five it fell 
slightly. Likewise, the majority of fields 
followed the decline in installment-sales 
ratio in the first six months of 1938, this 
being true in 20 of the 25 fields. In 
three fields the ratio did not change and 
in only two (garage and lumber and 
building materials) did it rise. 

The credit information given above is 
of greater interest if it is used in connec- 


study of the results of this Survey indi- 
cates that in those fields where cus- 
tomers habitually make use of credit 
it is offered by the chain. This is 
evidenced by the list of fields of opera- 
tion in which the chain did over 25 per 
cent of its total 1937 business on credit 
given in table 6. 

In fact, these data indicate that in 9 of 
these 11 fields the chains do a greater 
percentage of their total business on 
credit than do all stores covered. 
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TABLE 6 


PERCENTAGE OF CREDIT SALES IN CERTAIN 
FIELDS OF OPERATION, CHAIN AND ALL 
RETAILERS, 1937 


All 
Retailers Chain 


Field of Operation 
Men’s furnishings stores. ...... 16.9 26.9 
Family clothing stores........ 52.7 60.8 
Motor-vehicle dealers, new cars. 70.8 79.9 
Auto accessories, tire shops.... 66.7 69.6 
Furniture stores............. 83.9 89.0 
Lumber and_ building-material 

2: 86.3 86.7 


Hardware, farm implements.... 74.6 57.9 
Paint, glass, wallpaper stores... 60.8 54.4 


Hay, grain, and feed stores. .... 52.3 53.6 
General stores............... 39.6 71.8 


Source: Census Survey of Business: 1937-38, Retail 
Survey, United States Summary (January 1939), pages 
15, 26. 


PAY ROLL 


Finally, the Survey indicates that 
retailers have not been too successful in 
keeping their pay rolls (exclusive of 
proprietor compensation in unincorpo- 
rated businesses) under control since 
1935. While sales advanced 20.6 per 
cent from 1935 to 1937, pay rolls in 
102,853 identical stores increased 24.6 
percent. Likewise, a 13 per cent fall in 
sales during the first six months of 1938 
was accompanied by only a 3.1 per cent 
fall in pay roll. This inability to con- 
trol pay roll was true of chain stores as 
well as of independent stores. 

While the Survey did collect some data 
on compensation of proprietors in unin- 
corporated stores, such information is 
published “‘with no more confidence in 
the figures than in the past.” As in the 
past, such figures were found to be so 
fantastic that they “have not been 
considered sound enough to publish”; 
it seems that the present figures should 


not be accepted as being of any value to 
the investigator. 


CONCLUSIONS 


The main conclusions justified by the 
Census Survey of Business 1937-38 may 
be summarized as follows: 

1. In the 1935-1937 period, total 
retail sales gained about 20 per cent while 
in the first six months of 1938 they fell 
about 13 per cent as compared with 
1937. Better than average gains to 
1937 were experienced by retailers of 
durable consumers’ goods but sales of 
such retailers fell more rapidly in 1938. 

2. In 1937 total retail sales in dollars 
were 81 per cent of the 1929 total but 
fell to 72 per cent of that level in 1938. 

3. The ratio of chain sales to total 
sales in 1937 was slightly below the 1935 
ratio. In 1938 it rose above 1935. 

4. Inventories seem to have been well 
controlled since 1935 with the ratio of 
year-end inventory to sales in 1937 
being at the low point, at least for the 
past decade. 

5. From 1935 to 1937 the chain stores 
reversed their 1929-1935 trend toward 
fewer stores. However, the gain in 
number of stores was small. 

6. Small stores experience a more 
rapid percentage sales gain during a 
period of business expansion than do 
medium-sized and large stores. 

7. The percentage of sales on open 
account has increased steadily since 
1935. Installment sales gained relative 
to all sales to 1937 and then declined in 
the first half of 1938, while cash sales 
fell relative to 1937 and increased slightly 
in the first six months of 1938. 

8. Since 1935 retailers have not been 
able to hold their 1935 ratio of pay roll 
to sales. 


Court Decisions Involving the Unfair 
Trade Practice Acts 


HERBERT WEISBERGER 


While lower courts have pronounced unfair trade practice acts unconstitu- 
tional, it remains for the Supreme Court to clear up this difficult prob- 
lem facing many retailers. 


The unfair trade practice acts are the 
latest type of price regulation. The 
regulatory provisions of these bans apply 
alike to trade-marked and unbranded 
merchandise. These acts determine a 
floor for prices on the basis of a definition 
of cost or of cost plus a minimum markup 
of either “the cost of doing business” 
or an arbitrary per cent, such as six per 
cent. 

The scope of this article is the litiga- 
tion which has arisen out of those acts 
which require that the ‘‘cost of doing” 
business is the percentage which must 
be added to wholesale cost to arrive at a 
legal minimum price. This kind of law 
exists at present in the following States: 
Arizona, Arkansas, California, Colorado, 
Kentucky, Maryland, Michigan, Minne- 
sota, Montana, Nebraska, Oregon, and 
Wyoming. California pioneered in this 
field, enacting the law in July 1935. 
Kentucky followed in 1936 and the other 
States in 1937. 

These statutes are generally alike in 
their provisions. They prohibit the 
selling, offering for sale, or advertising 
for sale any article or product or service 
or output of a service trade at less than 
the cost thereof to the vendor for the 
purpose of injuring competitors and de- 
stroying competition. Violation of the 


acts is a misdemeanor. Some statutes, 
such as Montana’s, apply alike to pro- 
ducers and distributors. Cost is defined 
as the invoice or replacement cost, 
whichever is lower, plus the cost of 
doing business. 

The cost of doing business, or over- 
head expense, is defined as all costs 
incurred in the conduct of such business 
and must include without limitation the 
following items of expense: labor (in- 
cluding the salaries of executives and 
officials), rent, interest on borrowed 
capital, depreciation, selling cost, main- 
tenance of equipment, delivery costs, 
audit, losses, all types of licenses, taxes, 
insurance, and advertising. 

All the acts contain a provision per- 
mitting exceptions to the foregoing to 
allow for an endeavor, made in good 
faith, to meet the local prices of a com- 
petitor selling the same commodity in 
the same locality or trade area. Provi- 
sion is also made for seasonal clearance 
sales of fashion merchandise. Finally, 
merchandise purchased at bankrupt or 
close-out sales may not be used by a 
retailer as a basis for determining the 
cost of other similar merchandise, and 
this distress merchandise must be segre- 
gated from other regular-priced mer- 
chandise and advertised and sold as 
such. 
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MINNESOTA CASE 


Thus far the constitutionality of these 
acts has been tested in two cases: Great 
Atlantic and Pacific Tea Company 2. 
Ewin,! and Balzer v. Caler.? 

In the Great Atlantic and Pacific Tea 
Company v. Ewin case, the Atlantic and 
Pacific brought suit in the Federal Court 
against the attorney general of Minne- 
sota to enjoin the enforcement of the 
Minnesota Unfair Trade Practice Act on 
the grounds that the act was in violation 
of the constitutions of the United States 
and of the State of Minnesota. The 
case was heard before a statutory three- 
judge court composed of one circuit- 
court and two district-court judges. 
Appeal from this court is made directly 
to the Supreme Court of the United 
States. 

The Atlantic and Pacific contended 
that, since its business is not one affected 
with “public interest,” it is not subject 
to statutory regulation under the police 
power of the State. The court held, 
however, that the State is free to adopt 
the public policy declared by the legis- 
lature in the act. Its only concern is 
the determination of whether the means 
provided by the law for the enforcement 
of the policy are consistent with “due 
process of law” or whether they are un- 
reasonable, arbitrary, capricious, and 
without a real and substantial relation- 
ship to the object sought to be attained, 
and, therefore, unconstitutional. 

The Minnesota act prohibits sale, by 
any firm in the State, of merchandise at 
lower prices than those exacted by the 
firm elsewhere in the State for the same 
quantities or grade where the effect of 


123 Fed. Suppl. 839. 
274 Pac. (2nd) 839. 


such policy is to lessen competition or 
create a monopoly. Differentials in 
prices are allowed in different localities 
when delivery costs are lower. Excep- 
tion is allowed where, in good faith, 
a merchant seeks to meet local compe- 
tition. 

The court held this section unconsti- 
tutional because it completely overlooks 
the fact that overhead expense and sell- 
ing costs differ in different stores under 
the same management. There is noth- 
ing in the statute that implies any intent 
on the part of the legislature to penalize 
the ownership and operation of more 
than one store by one individual. That 
such ownership and operation of multiple 
stores is lawful is recognized by the 
statute. 

The court recognized that “‘cash-and- 
carry” stores operate at lower overhead 
than credit-and-delivery stores; and 
under the act a merchant operating both 
types of stores is unable to pass on to 
the customers of the “‘cash-and-carry” 
stores the lower prices which legitimately 
come from such operation. ‘The effect 
upon competition of differences in prices 
honestly based upon differences in selling 
costs is the normal, natural result of fair 
competition between merchants whose 
overhead expenses differ. This type of 
competition is to be encouraged in the 
public interest rather than restrained.” 

The act defines cost as follows: 


1. Where a manufacturer publishes a list price, 
cost shall be that list price less published 
discounts plus the cost of doing business by 
the vendor. 

2. On all other merchandise, cost shall be the 
current invoice or replacement cost, which- 
ever is lower, plus cost of doing business by 
the vendor. 


This section was held unconstitu- 
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tional. On the evidence before it, the 
court found as fact that very often the 
published list prices of a manufacturer, 
less his published discounts, are not the 
prices at which he sells to his customers, 
particularly where the market prices of 
the commodities are subject to frequent 
fluctuation. 

“To define cost as something which 
may or may not be what a merchant has 
actually paid...is arbitrary and dis- 
criminatory.”” Moreover, the statute 
lacks a provision providing for a mer- 
chant to prove his actual cost. 

The act states that the cost of doing 
business or overhead expense is to be 
the average of all costs of doing business 
incurred in the conduct of such business 
during the calendar year immediately 
preceding any violation of the act. The 
items to be included in the cost of doing 
business are the same as those listed 
earlier in this article. 

The court held this section unconsti- 
tutional. This definition of “cost of 
doing business” fails to give any effect 
whatever to a merchant’s current selling 
costs. A merchant may have greatly 
reduced his expenses during the year in 
which he is charged with a violation of 
this act, yet under the definition in the 
act he may not make a justified reduc- 
tion in his prices because of the absolute 
limitation in the statute. 

“But where a merchant maintains a 
system of current cost accounting which 
actually and honestly reflects his present 
overhead and selling costs, we think the 
legislature may not reasonably compel 
him to base his prices upon his selling 
costs of the preceding calendar year.” 

The court therefore awarded the At- 
lantic and Pacific Tea Company a per- 
manent injunction against the attorney 


general of Minnesota restraining him 
from enforcement of part two of the act, 
which pertains to wholesale and retail 
distributors. 


CALIFORNIA CASE 


The second case, Balzer v. Caler, in- 
volves the California act. The plaintiff 
sued under the act to restrain the de- 
fendant from selling certain staple mer- 
chandise below cost. The trial court 
found for the defendant and the plaintiff 
appealed from that judgment. The de- 
fendant operates two stores in Los 
Angeles in which he sells meats and 
groceries. On certain days, he adver- 
tised and offered for sale certain grocery 
items at prices which were below invoice 
or replacement cost. The defendant 
denied that he had sold these products 
for the purpose of injuring competitors or 
destroying competition but for the pur- 
pose of advertising his grocery business. 

The trial court found as a fact that the 
defendant was not trying to injure his 
competitors and this finding was affirmed 
by the present court. However, the 
court nevertheless proceeds to discuss 
the constitutionality of the act. 

It finds that instead of encouraging 
competition and destroying monopolies, 
the act has the opposite effect. Larger 
firms can purchase commodities in the 
open market at lower prices than inde- 
pendents, due to quantity purchases. 
Furthermore, these firms are able to 
allocate overhead expenses, prominent 
among which is advertising, among other 
branches to their own advantage. “It 
necessarily follows that the whole cost to 
the large institution of staple articles is 
much less than the cost of these same 
commodities of small merchants. The 
larger enterprise may undersell the small 
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merchant without violating the statute. 
The statute is therefore not uniform in 
its application.” This section is there- 
fore held unconstitutional, since it dis- 
criminates between persons of the same 
class and is an unfair discrimination 
against the very class of competitors 
which the act purports to favor. 

The court also finds the act to be 
vague, uncertain, and incapable of appli- 
cation in its method of ascertaining the 
vendor’s cost of merchandise for the 
purpose of fixing a figure below which it 
is illegal to sell the goods. “It is not 
the proportion of the overhead expenses 
which the article for sale bears to the 
value of the entire stock of goods which 
is to be added to the invoice price of the 
article, but ‘all costs incurred in the con- 
duct of such business’ are to be added 
thereto.”” Moreover the statute fails to 
state what period of time is to be in- 
cluded in estimating overhead expenses. 
“is he to estimate his average over- 
head expenses for the period of a year 
or for a month, or is he to ascertain that 
sum on the very day in which he pro- 
poses to sell the forbidden article? The 
act is silent as to a standard for deter- 
mining depreciation of goods, selling 
costs, or credit losses. It says nothing 
about limits of expenditures for adver- 
tising, interest, or insurance. The stat- 
ute throws no light on these perplexing 
problems. Every merchant is left to 
guess at the rules and standards to be 
applied and to determine for himself the 
period for which the overhead expenses 
are to be calculated. The section is 
therefore void and uncertain in that 
regard.” 

Finally, this court holds the price 


regulation attempted by the act is a 
violation of the rights of ownership of 
private property and lawful private 
business not imbued with a public in- 
terest. Such regulation is not within 
the police power of the State. 

Judgment for the defendant is 
affirmed. 

The courts in both the cases discussed 
herein arrived at the same conclusion but 
differed entirely upon the important 
question of the State’s power to fix mini- 
mum prices for all kinds of goods. One 
held that the States possess such power, 
the other denied it. The answer to the 
questions must wait upon a ruling by 
the Supreme Court when the question 
reaches it. 

The University of Chicago has re- 
cently published a booklet entitled Cost 
Under the Unfair Trade Practice Acts. 
This booklet discusses in detail the ques- 
tions of cost under the different States’ 
acts and clearly points out the perplexing 
problems facing the retailer who is oper- 
ating in a State which has on its statute 
books an unfair trade practice act. 


[Continued from page 65.] 


Consumers are organized today in an 
attempt to get business to serve them 
better and at less cost. The retailer 
that proves himself a good purchasing 
agent will withstand both the reper- 
cussions of the war and the critical 
scrutiny of his customers; but the 
profiteer or the merchant performing — 
little economic service is likely to be 
gone with the devastating winds that 
are beginning to blow. 
J. W. W. 


Teachers’ Division 


How to Operate a Codperative Store Within 
a High School 


CARL J. NEMETZ 


This discussion is based on successful ex perience in organizing and directing 
a school store in Greenwich, Connecticut. 


The most practical way of teaching 
retail selling in a high school is through 
an actual store situation within the 
school. This store should not be created 
to provide a situation,’ but 
actually to carry out business in real- 
life circumstances. This school will 
supplement and enrich the curriculum 
of classroom instruction. 


MERCHANT COOPERATION 


The curriculum set up should fit each 
individual town or locality. The mer- 
chants of the town, organized through 
the chamber of commerce, should have 
a great deal to do in formulating this 
curriculum. These merchants are, after 
all, the ones who best understand the 
types of customers, the buying condi- 
sions, and other pertinent factors of 
selling in the community. They are 
the ones who will employ the students 
upon graduation. The idea must be 
sold to the merchants that they are 
helping not only the local educational 
system, but also themselves. 


NEED FOR A MODERN STORE 


The store itself should be equipped 
with the latest store equipment and 
construction. If modern merchandising 
is to be the key word in this training 


program, this equipment is essential. 
The present-day training program should 
include the use of all this equipment, a; 
well as instruction in selling technique. 


EQUIPPING THE STORE 


Under this plan, the cost of the store 
will be fairly high. It is at this point 
that the idea of town or city coéperation 
must be sold to a number of sources. 
For example, concerns dealing in lumber, 
linoleum, paints, store equipment (such 
as cash register, scales, coffee mill, 
sales-slip machine, and showcases) can 
be prevailed upon to provide essentials 
at cost and in some cases below cost, 
or even free, if the idea is properly 
presented to them. If the school main- 
tains a course in interior decoration, its 
students can plan the color schemes for 
the store. Thus a complete integration 
of courses may take place. 


TYPE OF MERCHANDISE 


The next problem is to decide the type 
of store to open first. If a high school 
is to teach merchandising, no one type 
of store would be the answer to all teach- 
ing problems. That is, a grocery store 
calls for one type of training, whereas a 
clothing store calls for an_ entirely 
different viewpoint. Thus, the best 
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solution is to run a series of different 
types of stores throughout the year, 
carrying a complete line of relating 
merchandise each time. 


THe FRONT OF THE STUDENT SHOP, GREEN- 
wicH HiGH SCHOOL, GREENWICH, CONNECTICUT 


A grocery store would, no doubt, be 
the best type of store with which to start. 
The merchandise consists largely of 
necessities. Since the first, and most 
numerous, customers will be the faculty 
and students, salable merchandise should 
be the stock in trade. Also, the prices 
of this type of merchandise range from 
a penny up. 


SECURING MERCHANDISE 


In order to arrange for securing the 
merchandise from proper sources, the 
purposes of the store should be clearly 
defined. As far as the school is con- 
cerned, the main purpose in operating 


the store is educational, but some 
schools also attempt to make a profit for 
the school as well. If making a profit 
is a consideration, probably the best 
source for the merchandise is national 
concerns who are invited to provide 
goods on consignment. 

While this plan has been found satis- 
factory in New York, it is not suited to 
a small city or town, for local merchants 
rightfully object to the competition. 
The best plan in the smaller city seems 
to be to invite merchants interested to 
put merchandise into the store and to 
return all profits earned to these mer- 
chants. This results in goodwill and 
coéperation on the part of the business 
community. 

The way to organize the merchants is 
to hold a general meeting of all local 
grocers at first. They should be invited 
to put their merchandise into the student 
store on consignment at retail. 

Prices should be maintained at exactly 
the same prices that the store contribut- 
ing the merchandise charges—no more, 
no less. If they are more, customers 
complain; if less, other merchants will 
feel the store is providing unfair compe- 
tition. The total amount of sales should 
be returned to them at some subsequent 
date. incidental maintenance 
charges would be paid (pro rata) by all 
merchants submitting goods to the store. 


~ A delivery system should be established, 


and a telephone to take orders installed. 
Thus, an actual grocery store in all 
details is ready to function. 


SHARING MERCHANDISE RESPONSIBILITY 
AMONG MERCHANTS 


If any difficulty in merchandise assign- 
ments is encountered, the following 
arrangement may help. In groceries, a 


4 


TEACHERS’ DIVISION 91 


merchant as a rule carries one line under 
some private label. Each merchant 
may be invited to bring in a complete 
line of goods under one of his private 
brands. If duplicates occur, the mer- 
chants may divide, one putting in fruits, 
another vegetables, etc. In the case of 
national brands, since all merchants 
carry them, the merchants can draw to 


STORE STAFF AND ITS TRAINING 


With the aid of above mentioned help, 
a training program of unlimited propor- 
tions can be undertaken. Personnel of 
the store can consist of a regular student 
staff such as manager, assistant manager, 
advertising staff, sales staff, office and 
bookkeeping staff. The hours can be 
arranged so as to permit students to 


Wrxpow oF SALES LABORATORY, CENTRAL COMMERCIAL HIGH SCHOOL, 
New York, NEw 


put in‘a complete line such as cereals, 
biscuits, or soaps. In this way, all will 
be satisfied, and the store will have a 
great variety of merchandise (probably 
greater than any one store in town). 
The excellent assortment will attract 
people living in the neighborhood as well 
as students. The plan will also simplify 
the maintenance of bookkeeping records 
for the student store. 

With the above setup, a natural inter- 
est on the part of the merchants is 
established. The neighborhood mer- 
chant who is too often the “forgotten 
man”’ in coéperative sales programs is 
made an essential part of it. 


work during study periods, and thus 
have no interference with the rest of the 
schoolwork. Special training programs 
such as window display, cash register, 
credit control, telephone technique, and 
a number of others can be instituted into 
the course of study as supplementary to 
the ordinary course. 

Those providing merchandise should 
be called upon for all possible help. 
Where national supplies are used in big 
cities, their salesmen have given student 
managers great help in correct window 
display and selling technique. Local 
merchants can provide similar aid and 
send in ‘‘dealer helps’ that they have 
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received. Speakers from the local busi- 
ness community should also be obtained. 

After a limited experience with this 
type of store, a clothing store may be 
run for a few months and a gift shop 
during the Christmas season. The same 
plan of coéperation with local merchants 
should be followed. 


CONCLUSION 


It is through this type of setup that 
an intensive training program can be 
instituted. National concerns and local 
merchants both have an interest at 
stake, and this type of education is of 
benefit to all concerned. 

A plan to operate a retail store within 
a high school can be run on a truly 
coéperative basis. There must be an 
equal balance of authority so far as 
school and merchant are concerned. 
Too often after codperative programs are 
launched, the educational side of the 
program is allowed to outweigh the 
benefits to the merchant. In the pro- 
gram outlined, the merchant is given an 
equal chance to receive an immediate 
direct benefit. 


Bridging the Gap be- 
tween Teacher and 
Merchant 


As reported by Myrtle Ann Kraft, 
teacher of retail selling, Huntington, 
West Virginia. 

One of the most difficult tasks of the 
teacher of retailing is to bridge the gap 
between school and business. But that 
teacher who realizes that she is the one 
who must lay the foundation for under- 
standing and coéperation between these 
two can have no pride. She must forget 
Emerson and the ‘makers of better 


mousetraps’’ who had paths beaten to 
their doors. Rather, she must arm 
herself with a tube of Ipana for that 
“smile of beauty’? and a copy of Dale 
Carnegie’s How to Win Friends and 
Influence People—and, so fortified, sally 
forth. 

There is no routine to follow to initiate 
coéperation. Nevertheless, there are a 
few things that may be done to forward 
the program. 

1. Constant surveillance of the local 
newspapers. This day-by-day reading 
keeps the teacher abreast of what local 
retailers are doing in their clubs, com- 
mittees, and associations. It also keeps 
the teacher in touch with store promo- 
tion and price trends. 

2. Constant surveillance of publications 
in the retailing field. By such study the 
retailing teacher can keep abreast of the 
big things going on all over the country. 
Such awareness provides the teacher 
with self-assurance and confidence, so 
necessary in contacts with local mer- 
chants. 

3. Teacher attendance at business men’s 
meetings, soctal functions, lectures, special 
events. The most profound compliment 
that can be paid to a retailing teacher is 
to be told by a local retailer, “We 
missed you at the last meeting. Where 
were you?” 

If she cannot attend the Monday night 
meeting of local butchers to see a demon- 
stration of proper cutting of beef, per- 
haps she can send an interested student. 
At any rate, she knows about it, and it 
may prove an opener when she goes to 
talk with the secretary of the grocers’ 
association about part-time jobs for 
students. 

4. Student attendance at business men’s 


functions. It is surprising how much is 
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accomplished by this activity in proving 
the ‘‘wide-awakefulness” of retailing 
students to local retailers. And here is 
a hint—corral your students first at a 
designated spot and then bring them 
in en masse. The effect is amazing! 

5. Planned trips to factories, retail 
establishments, local retaii festivities, with 
newspaper write-ups of each trip. If the 
retailing teacher will go to the newspaper 
office and explain briefly to the top 
man—the publisher, managing editor, 
business editor—what she is trying to 
do and how the newspaper can help 
promote such a worth-while program, 
she will receive excellent codperation. 

6. Informal discussions with individual 
merchants. Visit the stores frequently; 
casually talk with store managers and 
buyers during personal shopping expe- 
ditions; comment frequently on attrac- 
tive advertisements and window dis- 
plays; borrow and return retailing bulle- 
tins from the stores. Let merchants 
know you are interested in their stores 
and their problems. 

These activities, then, are only a 
beginning of what the retailing teacher 
may do to initiate understanding and 
codperation between schools and busi- 
ness. 


A Character-Building 
Device 


As used and reported by Max Glass, 
teacher of retail selling, Olney High 
School, Philadelphia, Pa. 

Retail selling teachers will accept as 
fundamental a statement that character 
and personality building is an essential 
aim in training for store work. But, a 
mere reiteration or even an elaboration 
of the desirability of an approved objec- 
tive will hardly be enough to attain its 


aim. Specific techniques must be pre- 
sented which will set up the proper 
reaction to certain stimuli. 

It was with this idea in mind that the 
writer contacted the personnel directors 
of some of the largest department stores 
in Philadelphia. They were told that a 
small group of pupils from the retail 
selling class of the Olney High School 
would be assigned to secure information 
from them. The students were not in- 
formed that the personnel directors they 
weie to contact had been told of the 
assignment. In this way, assurance was 
given that the store people would be 
definitely codperative. Yet, this device 
of sending students forth to what they 
believed a “cold” contact exercised the 
qualities of initiative, self-reliance, and 
courage. The personal qualities of ap- 
pearance, voice, manners, language, and 
posture were put to the test in this 
experiment. 

The heads of the personnel depart- 
ments were pleased because they knew 
in advance that they were to be visited 
and knew what was expected of them. 
There was, in addition, the assurance 
given them that they would not be 
besieged by an unexpected troop of 
young people. 

When the group chairman reported to 
his class (individual written reports were 
turned in to the teacher), he told how he 
had been received, described the office, 
and how the approach was made. He 
sketched briefly the course of the con- 
versation and the information received. 
One group of boys made such a fine im- 
pression upon the personnel director of 
one of the stores that they were invited 
to apply to the office upon graduation to 
make an application for regular employ- 
ment. 

The device proved useful in developing 
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assurance and in overcoming the bogey 
of contacting a personnel officer. 


A Course in the Retailing 
of Groceries 


No attempt at the retail education of 
grocery clerks and proprietors has as 
bright prospects as that of the National 
Grocers’ Institute, an affiliate of the 
National Association of Retail Grocers, 
with headquarters at 360 North Michi- 
gan Avenue, Chicago. 

The Institute has developed a cur- 
riculum for home study involving four 
“undergraduate” study courses of 24 
lessons each. The first course empha- 
sizes commodities sold in grocery stores; 
the second, salesmanship; the third, 
merchandising; and the fourth, advanced 
phases of these subjects. Each lesson 
includes review questions and at the end 
of each unit of four lessons there is an 
examination to be submitted. There is 
also a final examination at the end of 
each course supervised by a local repre- 
sentative. 

Those completing the four courses 
successfully will be awarded the degree 
of “graduate grocer.” For these it is 
hoped to make special graduate courses 
available. 

Any one may register for the beginning 
course upon payment of a nominal $2.50 
tuition fee. The first course in com- 
modities was given last spring and this 


fall it is being repeated in revised form, 
and the course on salesmanship is being 
offered to those who have passed the 
first course. About 3,000 individuals 
were enrolled last spring of whom over 
1,100 were actively engaged in retailing 
groceries. Nearly all completed the 
first year’s work. An important phase 
of the course is that additional material 
will not be provided until the examina- 
tion on each set of four lessons is 
submitted. 

The Institute codperates with schools 
under the George-Deen program in that 
a teacher may enroll for a single course 
and then present the information orally 
to a group, who have not enrolled. The 
teacher may conduct the examination 
and certify on periodical quiz sheets that 
the work has been covered in full to 
date by the class. Thus, with a class of 
25, the cost per student is only 10 cents. 
About 50 adult classes used the Institute 
tests last spring. It is hoped that this 
work will also prove usable in the high 
schools. 

While various organizations and indi- 
viduals are contributing to the support 
of the Institute, credit for the success of 
this undertaking is due to Edwin P. 
Geauque, the executive director, who is 
making up all deficits personally. He is 
attempting to provide a sorely needed 
service for the grocery craft and hopes 
to incorporate the Institute as a non- 
profit organization. 
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Book Reviews 


Does Distribution Cost Too Much? Fac- 
tual findings by Paul W. Stewart and 
J. Frederic Dewhurst; Program by 
Committee on Distribution. Twen- 
tieth Century Fund, New York, 1939. 


On the basis of a careful assembly of the 
major facts about distribution, collected from 
many primary sources, a committee of experts 
has drawn up a program designed to cut distri- 
bution costs. 

The research report finds that 59 cents of the 
customer’s dollar goes to distribution and only 
41 cents to production. 

Distribution costs, it is found, are broken 
down as follows: 


Per Cent 
Manufacturers’ distribution costs. 24 
Wholesaling................... 18 
Miscellaneous................. 


Upon a basis of the report, the Committee 
concludes that distribution costs are too high 
due to: 

1. Duplication of sales efforts, etc., caused by 
competition 

2. Unreasonable demands and misinformed 
buying on the part of customers 

3. Lack of knowledge of costs among dis- 
tributors 

The report does not conclude, however, that 
the percentage of the consumer’s dollar going 
to distribution is too high or that high costs 
are caused by large profits. 

The recommendations are for (1) consumer 
knowledge, somewhat in line with the objectives 
of the consumer movement, (2) additional 
marketing research and education, (3) the 
repeal of laws tending to “freeze” the distribu- 
tive structure and restrain interstate commerce, 
and (4) the strengthening of laws directed at 
practices in restraint of trade. 

While the conclusions are not likely to lead 
to any very definite results, the Twentieth 
Century Fund has performed an important 
service in collecting from many sources the 
facts about marketing costs. 

J. W. W. 
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The Revolution in Merchandise, by Joseph 
Mayer. New York: Greenberg, Pub- 
lisher, Inc., 1939, 222 pages. 


The author of this book, an executive vice- 
president of R. H. Macy and Company in 
charge of European buying offices, points out 
that there has been a marked shift of emphasis 
from the intrinsic quality of merchandise to its 
“looks-rightness.”” Before the World War, 
customers judged merchandise by its wearing 
qualities. During and after the war, women 
entered into many new fields of activity which 
required them to pay increasing importance to 
their appearance. As a result, they bought 
merchandise that made them look well, regard- 
less of the quality of the merchandise itself. 
The author states that department stores 
failed to realize this revolution in merchandise 
soon enough and lost much business to the more 
alert specialty stores. 

Probably Mr. Mayer’s most interesting 
observation is that retailers need a new psy- 
chological approach to their understanding of 
customers. “The old idea that the patrons you 
observe making purchases in your store are 
free agents is erroneous. They are in constant 
danger of being diverted from their shopping 
ways and habits by the Fifteenth Customer, the 
one woman considered by the fourteen others 
of her circle as possessing a greater talent for 
judging the rightness of merchandise, and its 
corresponding fair evaluation in dollars.” If 
the Fifteenth Customer can be attracted to the 
store to buy, the fourteen others will take care of 
themselves. 


E. QO. S. 
Retail Selling Simplified, by Edith 
Fletcher Hayter. New York: Harper 


and Brothers, 1939, 129 pages. 


Retail Selling Simplified describes the essen- 
tials of retail selling in a fresh interesting fashion. 
The book is small, readable, and practical and 
can be studied with profit by any salesperson 
who desires to improve his selling methods. 

The reader of this book is impressed with 
the fact that successful retail selling is no easy 
task. The ambitious salesperson must strive 
continuously to improve his selling technique. 

O. P. R. 
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Business-Consumer Relations Conference 
on Advertising and Selling Practices. 
Boston: National Association of Bet- 
ter Bureaus, Inc., 1939, 115 pages. 


When the much talked about consumer 
movement loomed on the horizon, retailers 
looked upon it with mixed feelings of alarm and 
disdain. Some viewed it as a dangerous at- 
tempt by a small number of professional re- 
formers to arouse Women against existing retail 
institutions and practices. Others saw it as a 
short-lived movefnent sponsored by “pro- 
fessional” consumers, a flare-up that should not 
be taken too seriously. 

More recently, thoughtful retailers have 
recognized the consumer movement for what 
it is: as an evolutionary, rather than a revolu- 
tionary educational movement, the keynote 
of which has been summarized in the statement, 
“the consumer wants to know.” Accordingly, 
they have endeavored individually and collec- 
tively to understand and to work hand in hand 
with the movement. 

One of the most recent conferences pertaining 
to the consumer movement and to business- 
consumer relations was sponsored by the Na- 
tional Association of Better Business Bureaus, 
Inc., with the coéperation of 100 business, 
consumer, governmental, and educational or- 
ganizations in the United States and Canada. 
The proceedings of this conference are sum- 
marized in a booklet entitled Business-Consumer 
Relations Conference on Advertising and Selling 
Practices in the financial, merchandise and 


service fields of business. 
C. M. E. 


Modern Marketing, by Clare Wright 
Barker and Melvin Ansben. New 
York: McGraw-Hill Book Company, 
Inc., 1939, 464 pages. 


Modern Marketing, designed primarily for a 
one-term course, is based on the premise that 
“ft is more profitable for students to examine 
the general theory of marketing than it is to 
rehearse at length the practice of marketing in 
the various fields of business.” There are 
many who will agree wholeheartedly with the 
authors’ premise because, as these experienced 
teachers point out, “when a student has an 
understanding of the reasons underlying market- 
ing procedure, he is prepared to apply himself 
to the solution of marketing problems that 


contain new factual material. When he knows 
the actual details of marketing practice in a 
number of industries, he may have committed 
many facts; unless he is confronted with 
marketing problems involving the same facts, 
he may be unable to think in a new situation. 
This book endeavors to describe the why of 
marketing procedure, not the what or the how.” 
Therefore, the authors keep the body of the 
text free from “confusing factual details, long 
descriptions, and tedious statistical material.” 
They do advise instructors, however, to direct 
the supplementary reading of students into 
illustrative and factual material. 
C. M. E. 


Price Control Under Fair Trade Legisla- 
tion, by Ewald T. Grether. New 
York: Oxford University Press, 1939, 
x + 517 pages. 


Price control is an old story. It probably 
goes back to trade in prehistoric days. One 
would think that the thousands of experiments 
already attempted would have taught man just 
what should be done. Apparently not so, and 
the depression seemed to be a good reason for 
again opening the floodgates of price control. 
An important and successful attempt since 1931 
has been made by means of legislation desig- 
nated as unfair trade legislation. 

Dr. Grether, in this book, gives us the first 
comprehensive and scholarly treatment of this 
important subject. The book is an outgrowth 
of his previous study dealing with Resale Price 
Maintenance in Great Britain, and consequently 
has been in the making as his chief concern 
for many years. 

Apart from a short-run historical perspective 
that it gives, the study is noteworthy for two 
reasons: (1) its keen, full analysis of the legal 
developments of unfair trade and their effects 
on the several trades most intimately concerned, 
such as the drug and grocery trades; and (2) 
the interpretation given to the movement by a 
seasoned economist. In the latter respect it is 
particularly outstanding because of the applica- 
tion of the newer economic analysis—imperfect 
competition theory—to the problem. As a 
result of this application, Dr. Grether appar- 
ently is obliged to come to the conclusion that 
price control of this type—and it may be true 
of other types—is a “departure from sound pub- 
lic policy and procedure.” 

L. B. 


